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MEMORARDUM REGARDING DISCREPANCIES BETWEEN
PEARZON ALLEGATIONS AND THE RECORD

Janvary 10, 1962

n W&u Fost of January 1, Pearsou discussed Mr. McCone's
relations the Kalser family and the award of the C-119 ceatract to Kaissr-
Fraser. He guoted Representative OPKeaski of Wiscensin as saylag that Mr.
MeCone bolug ‘merely on leave of sheencs from bis pesition as president of the
Beuhtel-MeCone Corp. . . . becomes Tader Hscretary of the air Forco and
srranges o alce fat gift for Kaissr . . . . Representative OPXenski's statement
whs ralood by Mr., McCons during hoearings before the Preparedsness Sobcommittes
No. 1 of the Senate armed Services Committes, June 2, 1953, pages 33-34. alr.
Mel ons pointed out that he had written Mr. O'Konski to deny the statement, and
Seaater Symington had Mr. McCeone's letter to My, O*Konski placed in the record
of those hearisgs. The letier polats out that the Bechtel-McCone Corp, was
dissolved lu 1945 and that Mr. Kalewr did not directly or indirectly possess any
istarest in Mr. McCone's companies or any business undertakings under Mr.
MoCona's direction. Conversely, Mr. McCons had usaver beea in the empioy of

Mr. Kalser or any corporation coutrolled by him. Pearson stated that Mr. McCone
did not deny that the Bechis]l family aowned 4, 200 shares of Kalser-Fraser commnan
stock. Mr. MecCone's lotter states ~ With regard to the Bechtsl family's owanerx-
ship of Kalsex stock, | have no knowledge whatsoever.

In connection with the C-1Y contract award to Kaiser-Frazer, Pearson
stated that Mr. McCone tried 1o explain this to Seastor Bridges by saying that the
Deparument of Defense wanted to develop secondary suppliers. “He had to admit
under cross-examination, however, that Secretary of Defense Marshall had
issved the directive on ‘aecond mmppliers® oaly after the Katver contract had
besn segotiated.” Mr. MeCons was questioned on this during the 1953 hearings
ipage 19}, snd the Chairmsan aoted that Mr. McCous bad first talked to Mz, Xaiser
oa Decombar 5, the contract was awarded on December 13, Kaiser-Frazer sub-
mitted propesals on Decamber 19, and the leiter of intent was sent on December
20, but that the policy oo second sources was issued an Dacember 18. Mz, McCons
replisd, “Yes, | aw famillar with that, bet I alse know that it was ie drafting stages
and we wears all working over it for several weeks, and it was a known policy.
Like so many things, true, they might be subject to change before actusl issuvance,
but {2 had heen & subject of common discussion among us, the Secretaries and
Under Secrataries for some time; thersfore we felt that we were conferming to
the astabiished policy as devaloped in conference, although I do kaow that the
actz=al paper which | qroted here was not issued wntil December 18, Pearson
also says that Mo facilities or cost studies had bean made, and the .iir Ferce
had 2o idoa what Kalser was going to charge Unels Sam for being bailed out st
Willow Run.  In the testimony before the Subcommittes (page 18) Mr. McCone
stated
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The thinking behind it was this: the sxperienced officers
in the Alr Materiel Commaund cen, from the ksowledge of the plants
they have built and grown up with, they can vary ensily calenlats
what the production is golag to be, and they keow Just about what
the tooling costs will be. The officers.-Ceneral Cook and his men--
knsw more about what the tooling and what the production st Willow
Rus would be than the Xalser-Fraser Co. sver d4id becaunss they
were professionals in the business, asd here was the centractor,
who was an amatenr. 5o they could reach a conclusion very casily,
vary easily, that this plant could be ueed properly for the mann-
fagteye of the plane, sad they likewise knew that certain long lead
tiras mmachine touls would have te be purchased or gotten into pro-
duction; thers wat need for the plane, irrespsctive of whers it was
produced. Thal is what they wanted to get under way. Thatis why
they issued that Jottar promptly. I thiak that thers was enly four or
five million dollars that was awthorised at that time for expeaditure
for these particular long lead time items. Cotting that started then
they could proceed in & more orderly fashion with other detalls of
the negoliations. That to me sasemed to be & praper procedwrs and
ons pursusd 1a & great many sthar cases.

Janemey i1, 1962

In 3ie columa of January i, Pearsen stated that He /Mz. McCons/ bas
had & contianing close financial connection with the Henry J. Kalser interssts to
which, 5¢ Uader Secreiary for Alz, be gave a very iateresting geickie contract
for making ¥Flying Boxcars {C-11%} in the record tims of 16 daye, at a price
three timaes greater than that of Kalser's competitor, ¥ilrchild. and then
quoted a statement made by Mr. McConn at the confirmation hearings bafore
the Joint Atomic Energy Committee on July 3. 1958, that he had some business
" relstionships with Kalser inasmnuch as a jolatly owned company, 25 per cont
swoed by Hendy and 50 par cent owned by Kaiser slominum, had & long-range
contract te transport Kalear’s bauxite from Jamaica te Baton Ronge. Fearson
then guoted a statement made by Mr. McCone before the Senate Armed Services
Subgeramittes regarding the C-19 contract in which Mr. Melone stated he had
ao business relationship with Xalser for years. The inference is that the siate-
ments wers lnconsistent. The latter statement was mads in 1933 befors the
Proparsdasss Subcominittes No. 1 of the Senats Armad Services Committee
aad was accerate at that time. The former statemesnt about the jolnt owaner-
ship of the shipping company was made in 1958 and was accurats at that tizme.

In between, in about 1953, the Joshua Hendy Corp. bad ¥d on » bauxite traas-
portation contract for Kalser Aluminum. When the contract was awarded to
Joahua Hendy, in order (e carry oot its terms Jeshua Handy and Kalser Aluminum
joiatly formed & shipping company.
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Paaxson thes groted portions of congressieasl heariags bafore the Fouss
Committes oo the Marchant Marine and Fisheries, 13 through 16 September 1946,
to support sa allegation that MeCaons and Katser “. . . pariayed aa Investment of
104, 006 iuto a profit of §44, 423, 0006, © Mr. McCons testified during those hear-
Angs, aud on pages 191-192 he testified that the Califorain Shipbullding Corp.
ralsed & total of $7, 300, 040 working capital, composed of $600, 000 of stoek,
$2, 708, 066 in subordinated stockholders' loans, and $4, 000, 400 of bask loans.
The gross sarnings over & five-year period after renegotistion and recapture
wars $38, 541, §80, 60, nonrveimbursable costs incurred wars 54,167, 906, 43,
and taxes paid or sccruved were $22, 391, 110, 82, leaving a net after-taxes profit
of $8, 782, 863. 30, Thess net profits were . 069 of cne par cent on the $919, 000, M0¢
value of the 467 shipe produced.

Jenvary 12, 1962

Bu his column of Jenuary 12, Fsarson guoted further excerpts from the
1946 hearings to infer that Mr. MeCone’s imterests made vadoe profits ont of
their wartime shipbreilding activities. The facts ars an set forth above and all
sontracts and arrangemuonts were in accord with normal Maritime Commissien
pelicy and praciices,

Jamgary 17, 19¢2

O January 1T, Pearsoa published xilegations and statements inferring that
the awazd of the contract to oparate the nucloar powered gn%! want to & shipping
company known as Btates Marine by infllveance somehow sxeriad by My, McCone,
who, according to Penrson, wan {n partnership with 5tates Marize. In the
coufirmation hearings bolore the Senate 2rmed Services Committes on 18 Janvary
1962, Mr. MeConw testified that he bad no direct or iadirect interest in States
Marine although he had an nterest ia other veutures with the Mercer family who
were some of the cwners of States Marine and that some of his, Mr. MeCons's,
shipping interests had business arrangements with States Marine. He testified
forther that he kaew ncthing of the svants isadiag up to the award of the Zavannah
eontract, asd it was swarded prior to Mr, McCone's membearship in the Atemic
Ensrgy Commission. The contract was awarded by the Department of Comumerce,
aad the enly participation by the Atomic Energy Commission was at the staff level
whers the atomic Lnergy Commission merely volced 2 no shjsction” to the
awsrd. Mr. McCloae tentifled that he spoke to a0 one in the Coverament about
the Savannah contract prior te the time it was awarded and kaew nothing abowt
it until after the sward hed taken place and, therefore, had acthing te do with
the sasigament to States Marine.

Januery 32, 1962

in bis coloma of Janwary 12, Pearson neted Mr. McCone's holdings is
Standard OIl of Callfornia and Standard Oil of New Jersey and that his holdings
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in Standard of Californis make ki the second biggest stockholder in & company
whose profite and foture are materially influesced by Contral Intelligence. In
kio testimony befors the Senate Armed Services Commitine oa 16 January,

Mr., MeCons testified that the figure of §1, 000, 004 as kis heldings in Standard
Ol of Califorals was approximatsly correct, although a little low, but thut he
was far from belng the second biggest stackholder in that company. Ha testified
that he had ao investmunt of any sert in Standard DUl of New Jersey. He also
testified that he could not think of say masner is which Ms Standard of Califoraia
holdings could lafluence him in connection with his daties as Dirscter of Cantral
batalligence. Mr. McCone forther testified that the position of the Dirsctor of
Central Intelligence wan not a policy-making position. Pearsca‘s claim of Cla‘e
rele in Middle Fast affaire is based on & falss assumption.

Pesrson acted at the end of the column that States Maxine got the prise
atomic merchant ship Savasnak costract when McCone waz AEC Chalirman. As
noted above, the sward was msude to Stutes Marine by the Department of Com-
merce before Mr. McCone wie & member of the Atomic Faergy Comminsion,
as Pearson himaelf stated in ks columa of 17 Janvary.
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